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1 . Analysis of the economic situation 
1.1 The Community 
Second quarter of 1993: slight upturn in economic growth (GDP + 0 . 4 % ) and rise in inflation ( + 0.8%) 
During the second quarter of 1993 the nominal gross domestic product of the Community as a whole ' ' amounted to 
ECU 1 236 474 million, an increase of 1.2% over the previous quarter. This upturn comes after two successive quarters 
which showed a drop in GDP. As for the actual performance of the economy, production was equivalent to real term 
ECU 994 465 million, indicating a slight upturn of 0 .4% after two consecutive negative quarters. The trend pattern, 
however, showed another drop of 0 .4%. This means that during the first half of 1993 there was a drop of 0 .7% in 
comparison wi th the same period of the previous year. This situation, together with the unsatisfactory performance of 
the main macroeconomic indicators, prompted the Commission departments in November to produce new forecasts 
which generally repeated those formulated for the six month period before. However, if the new German Länder are 
counted in the total for the Community, it can be seen that the November forecasts are marked by a further downward 
revision of the figures. 
The current poor situation is now universally regarded as being the worst since the war, and even worse than the oil 
crisis of 1974-75. The seriousness of the circumstances at present is mainly a result of their complexity. The fact is 
that various political, economic, financial and psychological factors are all involved in an interrelated manner. Given these 
causes, it is not always possible to implement co-ordinated policies within individual countries, and even less so at 
Community level where the individual Member States have their own priorities and objectives. The fact that a feature of 
the current economic picture is the coexistence of typically short-term problems and difficulties which are more obviously 
structural has prompted many economists to wonder whether the current development model is still capable of ensuring 
well-being and employment in the future. 
Too much must not be read into the slight upturn during the second quarter. It seems to indicate consolidation of the 
previous situation rather than any genuine change of trend. This view is confirmed by the pattern of the annual forecasts 
for the current year. As was clearly stated at the most recent G7 meetings, a reversal of trends will not be possible 
unless three essential conditions are met: a recovery of international trade, involving also the signing of a GATT deal, a 
revival of domestic demand (based on household consumption) and the application of a rigorous fiscal policy to reduce 
the primary deficit in individual countries. In the case of the Community, these must also be accompanied by a return to 
normal conditions in the financial and currency markets, which continue to suffer from speculative pressures. One factor 
which may well have a decisive effect in reviving the Community economies is the employment plan which the 
Commission recently put forward. 
- Inflation: prices, measured by the implicit deflator of GDP, rose slightly by 0 .8%, while the trend pattern revealed more 
marked deflation wi th a drop of 0 .4%. The initial explanation for this rise is that during the second quarter of the year 
the countries with the highest inflation revalued their currencies against the ecu. Indeed, there was a slight drop in the 
inflation rate in terms of national currencies, both quarterly ( + 0.6%) and in terms of the annual trend ( + 2.8%). The fact 
is that weak domestic demand curbs inflation and ensures - especially in the countries which resorted to significant 
devaluation in recent quarters - that the higher cost of raw materials and imports has no significant effect on consumer 
prices. The current situation, with a noticeable brake on inflation, continues to encourage the general lowering of interest 
rates by the central banks wi th the aim of reviving the economy, both by encouraging a revival in demand for investment 
and durable goods and by easing the burden on central government by cutting interest payments on the national debt. 
- International trade: the nominal surplus on the trade balance was ECU 29 730 million ( + 3 .3% of GDP). In real terms, 
however, there was a marked consolidation on the plus side, with a figure of ECU 5 354 million ( + 0 .5% of GDP). 
- Domestic demand: the main feature during this period was the continuing negative performance where investment was 
concerned. In real terms, investment amounted to ECU 193 268 million, a fall of 1.3%. It was thus down for the fifth 
quarter in a row. As for private and public consumption, the downturn recorded during the first quarter was followed by 
a slight rise. Private consumption amounted to ECU 633 155 million ( + 0.4%), with public consumption up by 0 .6% at 
ECU 166 452 million. 
' ' See methodological note for details of the compilation of the quarterly aggregates. 
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1.2 The Member States 
The main features of the economic situation in the Member States during the second quarter of 1993 may be 
summarised as follows: 
- Economic growth: trends were mainly upwards, albeit at a fairly limited rate, apart from in Denmark and Spain, where 
the recession continued. This was more marked in Denmark (GDP -1.1%), where the second consecutive downturn was 
recorded. In Spain the downturn was quite limited (GDP -0.1%), but it must be emphasised that it was the fourth in a 
row. On the other hand, in the United Kingdom the growth in production (GDP +0.5%) formed part of the general 
upturn in the British economy, which has been growing for the last five quarters. In the other Member States the growth 
in the second quarter came after periods of downturns of varying severity and represented an adjustment factor. 
Economic growth was more marked in Italy and Germany (GDP +0.8% and +0.5% respectively), while it was more 
restricted in France and the Netherlands (GDP +0.3% for both countries). However, it must be emphasised that a snap 
estimate of GDP for the third quarter shows an increase in growth in the Netherlands (GDP +0.7%). 
- Price trends: price movements in ecu terms indicated deflation in Spain (-4.5%). This was due mainly to the 
devaluation of the Spanish currency against the ecu. On the other hand, in Italy, after three consecutive quarters of 
deflation, there was renewed inflation ( + 2.3%), due largely to the recovery of the lira in that quarter. A certain 
revaluation of the French franc produced inflation in ecu terms which was higher than in terms of the national currency 
(+1.1%). There was a similar situation, but on a larger scale, in the United Kingdom ( + 2.7%). Conversely, the 
depressed state of the German mark in the second quarter meant that price increases in ecu terms were less acute than 
in terms of the national currency ( + 0.6%). On the other hand, prices remained stable for the most part in Denmark and 
the Netherlands in terms of both ecu and the respective national currencies. It must be emphasised that there was a 
general slowdown in the rate of inflation in terms of national currencies, except in Germany, where an increase was 
recorded (+1.0%). 
- International trade: in this quarter there was a consolidation of the trade surplus in Germany ( + 4 . 1 % of GDP), Italy 
( + 1 . 1 % of GDP), the Netherlands ( + 6.7% of GDP) and Denmark ( + 8.4% of GDP). In the United Kingdom and Spain, 
on the other hand, there was a slight reduction in the deficit (-1.1% and -10.0% of GDP respectively). Only in France 
was there a slight deterioration in the trade balance (-1.2% of GDP). It is important to note that the countries with a 
substantial structural trade surplus, such as Germany, the Netherlands and Denmark, were joined by Italy at the 
beginning of 1993, mainly because of the devaluation of the lira. 
- Domestic demand: confirmation that investment was going through a difficult period came in the form of a general 
downturn, except in the Netherlands, where a slight upturn was recorded ( + 0.9%). The crisis was most manifest in 
Spain (-2.3%), which had its seventh consecutive downturn, and also in Italy and Germany (-1.5% and - 1 . 1 % 
respectively), where investment has been falling for the last six and five quarters respectively. In absolute terms, the 
largest downturns were recorded in Denmark and the United Kingdom (-3.9% and -2.0% respectively). There was an 
substantial increase in private consumption in Denmark and the Netherlands ( + 1.0% and +2.5% respectively). Smaller 
increases were recorded in Germany and France ( + 0.4% and +0.6% respectively), while in the United Kingdom the 
improvement in this important aggregate continued, albeit at an unexceptional rate ( + 0.4%). Furthermore, private 
consumption remained static in Italy and fell still further in Spain (-0.0% and -1.0% respectively). Public consumption 
continued to follow a downward trend in Germany (-0.6%), while there were minor falls in the Netherlands and Denmark 
(-0.3% and - 0 . 1 % respectively). There was a substantial increase in public consumption in the United Kingdom and 
Spain ( + 1.6% and + 1 . 1 % respectively), whereas the increase was much smaller in Italy and particularly in France 
( + 0.4% and +0 .2% respectively). 
1.3 The major trading partners of the Community 
The situation of the Community's main trading partners in the second quarter of 1993 was as follows: 
- In the United States: improvement in economic growth (GDP +0.5%), all the more evident In the light of the first 
estimates for the third quarter (GDP +0.7%). Price inflation in ecus declined markedly (-0.8%), mainly as a result of the 
dollar's depreciation, but only slowed down when viewed in dollar terms ( + 0.6%), a trend that appeared to continue in 
the third quarter ( + 0.4%). The balance of international trade continued to deteriorate (-0.7% of GDP), a deterioration also 
confirmed in the third quarter. Domestic demand showed an upturn in investment ( + 2.2%), which seemed to continue in 
the third quarter ( +1.8%). Private consumption appeared to emerge from the period of uncertainty in the first quarter with 
a substantial increase of +0.9%, a rise largely confirmed in the third quarter ( + 1.0%). Public consumption showed a 
good recovery ( + 1.1%), although provisional data for the third quarter seem to indicate a renewed fall (-0.3%). 
- In Japan: further decline in economic growth (GDP -0.4%) following a fairly positive first quarter. Inflation in ecu terms 
continued to increase ( + 9.2%) and this trend was also confirmed by the movement in prices in national currency 
( + 0.7%), although the appreciation of the yen continued to play the major role here. Turning to the trade balance, the 
trend begun in the final quarter of 1992 continued, with a reduction of the surplus ( + 0.8% of GDP). On the uses side, 
private consumption declined (-0.7%), as did investment, although to a lesser degree (-0.3%). Only public consumption 
showed an upward trend ( + 0.4%), although much less pronounced than in the first quarter. 
- In Canada: positive trend in production (GDP +0.9%), largely confirmed by the first data for the third quarter (GDP 
+ 0.6%). Prices fell sharply (-1.8%), but the initial data for the third quarter indicate a strong resurgence of inflation 
( + 2.2%). This is mainly due to the fluctuation of the Canadian dollar against the ecu, inflation in terms of national 
currency being essentially stable at a fairly low level. The balance of international trade in goods and services remained 
negative (-0.6% of GDP), but in the third quarter there was a trade surplus ( + 0.3% of GDP), the first since the second 
quarter of 1988. On the demand side, there was a substantial rise in investment ( + 1.9%) after falls in the previous two 
quarters. This rise continued in the third quarter ( + 0.8%). Private consumption slowed slightly in both the second 
( + 0.5%) and the third quarters ( + 0.3%), while public consumption showed a negative trend in both quarters (-0.4% and 
-0.4% respectively). 
- In Australia: strong growth in production (GDP +1.2%). After edging up in the first quarter, prices in ecus fell slightly 
(-0.3%), mainly as a result of an appreciable slowdown of inflation in terms of national currency ( + 0.2%). The surplus on 
the trade balance strengthened ( + 1.3% of GDP). On the uses side, there was a rise in investment ( + 0.6%) and both 
public and private consumption continued to show a positive trend (.+ 1.1% and +2.7% respectively). 
1.4 The EFTA countries 
The economic trends in the EFTA countries during the second quarter 1993 showed the following features: 
- Growth: negative performance generally in output, except in Austria where after three consecutive quarters of negative 
growth there has been a sharp upturn (GDP +1.0%). The fall in the growth rate was most noticeable in Finland (GDP 
-0.8%), where this was the fifth consecutive quarter of GDP decline. In Sweden it was the sixth consecutive quarter of 
decline (GDP -0.3%). Less substantial falls were observed in Norway (-0.1%) and Switzerland (-0.1%). This is clear 
evidence in particular of the hard times through which the economies of the Scandinavian countries are going. 
- Prices: Prices in ecu are showing a general tendency to rise again. The tendency is strongest in Switzerland ( + 2.6%), 
Finland ( + 2.2%) and Austria ( + 2.0%), more limited in Sweden (+1.8%) and particularly limited in Norway ( + 0.4%). 
This tendency is largely confirmed by price rises in national currency, except in the case of Finland where the result 
(-0.2%) is slight deflation. 
- International trade: The trade surplus grew considerably in Finland and Norway ( + 4.8% and +25.7% of GDP 
respectively). In Switzerland the surplus narrowed significantly ( + 0.5% of GDP) and in Austria the deficit widened 
(-1.8%). In Sweden, finally, the surplus remained fairly stable ( + 1.6% of GDP). 
- Domestic demand: After a generally negative quarter, a slight upturn in investments was noted except in Switzerland 
(-0.2%) and more particularly Finland (-5.9%). The growth in investment was most noticeable in Austria ( + 3.7%), and 
more limited in Sweden ( + 0.9%). Norway is a special case where this aggregate is highly volatile, principally because of 
oil operations in the North Sea, and the increase in investments of +22.7% must be regarded as anomalous. Private 
consumption is growing, though not at an exceptional rate, in Switzerland and Norway ( + 0.4% and +0.6% 
respectively), and slightly faster in Austria (+1.4%). But the downturn in consumption is confirmed in Sweden, with the 
third consecutive quarter of negative growth (-1.8%) and especially in Finland (-1.7%), where this was the twelfth 
consecutive quarter of negative growth. Public consumption, finally, rose in Switzerland ( + 0.4%) and in Austria 
( + 1.1%), whilst in Norway it was down for the first time after five quarters of progress (-2.7%). Sweden and Finland 
continued to decline (-0.9% and -0.9%). 
Statistical tables and charts 
2.1 
GDP and its components 
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(*) Series estimatoci by the Commission services 
(1) S.A.A.R 
(2) Forecasts 
(3) The Community total for each aggregate Is the sum of the seasonally adjusted and annualized series lor the countries from which data are available (see methodological note) 
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C) Series estimated by the Commission services 
(1) % change compared with previous period (S.A.) 
(2) Percentage of GDP (S.A.) 
(3) Forecasts 
(4) See methodological note 
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(*) Series estimated by the Commission services 
(1) % change compared with previous period (S.A.) 
(2) Percentage of QDP (S.A.) 
(3) Forecasts 
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(*) Series estimated by the Commission services 
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(*) Series estimated by the Commission services 
(1) % change compared with previous period (S.A.) 
(2) Percentage of OOP (S.A.) 
(3) Forecasts 
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(*) Series estimated by the Commission services 
(1) S.A.A.R 
(2) Forecasts 
(3) The figures has been seasonally adjusted by Eurostat 
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(*) Series estimated by the Commission services 
(1) % change compared with previous period (S.A.) 
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(*) Series estimated by the Commission services 
(1) S.A.A.R 
(2) Forecasts 
(3) The figures has been seasonally adjusted by Eurostat 
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(*) Series estimated by the Commission services 
(1) S.A.A.R 
(2) Forecasts 
(3) The Community total for each aggregate Is the sum of the seasonally adjusted and annualized series for the countries from which data are available (see methodological note) 
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(*) Serles estimated by the Commission services 
(1) % change compared with previous period (S.A.) 
(2) Percentage of QDP (S.A.) 
(3) Forecasts 
(4) See methodological note 
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(·) Series estimated by the Commission services 
(1) % change compared with previous period (S.A.) 
(2) Percentage of QDP (S.A.) 
(3) Forecasts 
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(*) Series estimated by the Commission services 
(1) % change compared with previous period (S.A.) 
(2) Percentage of GDP (S.A.) 
(3) Forecasts 
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(1) % change compared with previous period (S.A.) 
(2) Percentage of GDP (S.A.) 
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(*) Series estimated by the Commission services 
(1)S.A.A.R 
(2) Forecasts 
(3) The figures has been seasonally adjusted by Eurostat 
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(2) Forecasts 
(3) The figures has been seasonally adjusted by Eurostat 
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(*) Series estimated by the Commission services 
(1) % change compared with previous period (S.A.) 
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(·) Series estimated by the Commission services 
(1) S.A. 
(2) Forecasts 
(3) See methodological note 
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(1) S.A. 
(2) Forecasts 
(3) See methodological note 
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3. Methodological note 
This volume presents the main quarterly accounts aggre-
gates for the Community as a whole, for those of the 
Member States which compile quarterly accounts, for the 
Community's principal economic partners outside 
Europe, and for certain EFTA countries. 
From the methodological point of view it should be noted 
that the individual countries use widely-differing methods 
which fall, broadly speaking, into two approaches: the 
direct and the indirect. 
The aggregates are presented either as values or as 
percentage variations. When in value form they are 
expressed in current-value ecus or in ecus at 1985 
values. In addition, the most significant deflators, derived 
from the series in ecus, are presented, together with their 
rates of change. For the purposes of comparison this 
volume also contains the corresponding annual aggre-
gates. In order to facilitate comparison between the 
quarterly aggregates and the corresponding annual 
aggregates, the former, in value form only, are expressed 
as annualized data after adjustment for seasonal varia-
tions. Percentage variation figures, meanwhile, are 
presented in seasonally-adjusted but not annualized 
form, in order to permit short-term economic analysis. 
Since quarterly accounts are not available for all Member 
States, the Community total for each aggregate is the 
sum of the data from seasonally-adjusted series for the 
countries from which data are available, converted into 
ecus. This represents some 80% of Community gross 
domestic product. For the purposes of the graphs, it 
should be noted that the variations in Community GDP 
and in its deflator, expressed in national currency, are the 
mean of the variations in individual Member States, 
weighted by the corresponding GDP expressed in PPS. 
The quarterly data are in accordance with the accounting 
definitions, computational methodology and seasonal 
adjustment procedures used in each Member State. This 
means that comparability with annual aggregates is not 
always ensured. 
As a result of the high level of aggregation used in this 
volume, the differences in definition between quarterly 
series are not particularly evident. Certain important 
differences do nevertheless remain: for the Community 
as a whole, totals of exports and imports are not 
meaningful since they include trade both within the 
Community and beyond its external frontiers. However, 
assuming that there is no asymmetry, the balance of 
trade may be considered to tally with the other aggre-
gates. For the United Kingdom, the average estimate of 
GDP is now used since all the aggregates are balanced 
with respect to this estimate. For Italy and Germany, 
Eurostat makes an estimation for private consumption 
and government consumption in order to obtain figures 
more coherent with the ESA definition. And in the case 
of the United States, two comments are required on the 
components of demand: the concept of collective 
consumption is replaced by that of total expenditure of 
general government, which also includes government 
investments; and the definition of investments relates 
exclusively to the private sector. 
The direct approach is used by Denmark, Germany, 
Canada and the United States, amongst others. It is 
based on a quarterly set of surveys which match, albeit 
on a smaller scale, the surveys conducted for the 
purposes of calculating the annual aggregates. This 
approach requires a highly-developed and efficient infor-
mation system. 
The indirect approach is based in essence on the estima-
tion of quarterly data from the annual figures, using a 
multiple linear regression model and reference indicators 
which are available at both annual and quarterly inter-
vals. The main differences between the methods used 
lie in the hypothesis adopted for the additive term of 
disturbance. Countries adopting this approach include 
France, Italy, Portugal, Switzerland and (more recently) 
Spain. 
This classification is of course over-simplified: in reality, 
the direct approach includes some indirect methods to 
make good missing or late data, whilst indirect-method 
countries also include certain direct components derived, 
for example, from Government budget data, the publish-
ed accounts of major corporations, etc. 
Seasonal adjustment procedures are for the most part 
variants on procedure X-11. Here the greatest difference 
lies in whether or not an ARIMA (auto-regressive integra-
ted moving average) extrapolation is applied before 
adjustment. Only Germany and Spain use different pro-
cedures: the German procedure is known as the Berlin 
method, which belongs in essence to the family of regres-
sion analysis methods; by contrast Spain uses a method 
based on canonical decomposition of a given ARIMA 
model. France and Portugal publish only seasonally-
adjusted data, whilst at the other end of the scale Norway 
and Sweden publish only unadjusted data. Some 
countries do not have seasonally-adjusted data at 
current prices. In cases where some or all of a country's 
series are unadjusted, they are adjusted by Eurostat 
using the X-11 method without extrapolation. 
The quarterly accounts aggregates are compiled by the 
national statistical institutes, except in the cases of 
Austria and Switzerland, where the series are compiled 
by institutes specializing in economic analysis. For 
Germany the data supplied by the Statistisches Bunde-
samt relate to the situation prior to 3 October 1990 
including West Berlin. 
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